NAME: ANGELO DIMO
STUDENT NUMBER: 2246213
MODULE NAME: MANAGEMENT ECONOMICS 
MODULE CODE: LCBB5008
MODULE LECTURER: PATRICK YEBOAH 
ASSIGNMENT TITLE: COMPONENT 1


1. Introduction
        The UK supermarket industry is an important part of the whole country’s economy. Many jobs are available in a supermarket, even the wages are not the minimum, which makes more and more people willing to work there. In the year 2021, the trade was worth £211.9 billion, and supermarkets generated £91 billions of this result (Statista, 2021). The largest supermarkets that are known as Big Four (Sainsbury’s, Tesco, Morrisons, Asda), are supermarkets that people go the most years now because of the deals (for example buy one and get one free) or all four supermarkets have a club card which makes shopping a bit cheaper. However, Aldi and Lidl are in the game with low prices and big discounts. Both offer good quality; that’s why people choose them the last years and attract more as the cost of living has been increased massively. Especially after the COVID-19 pandemic everything has been so expensive. The whole system of competition between supermarkets has changed over the years as more people buy groceries from cheaper stores, they choose online shopping also. The online groceries shopping went up to 9% of total food sales, 5.4% was in 2018, which makes it almost double (Statista, 2024). Many families choose cheaper alternatives with Aldi and Lidl, without knowing, they actually support these supermarkets to grow as businesses. As written above, the Big Four supermarkets offered club cards for responding. This essay will include economic ideas such as the Theory of the Firm and Demand and Supply Analysis to understand the way supermarkets work. It will show how main supermarkets are dealing with competition and the costs. Also, the essay will give options about short-term and long-term strategies to help supermarkets get better in the future. 

2. Market Structure of the UK Supermarket Industry
           By oligopoly, the UK supermarket Industry is mostly supervised by a few large companies. With an oligopoly, the Big four ( Tesco, Morrisons, Sainsbury's, Asda) own most of the market. These businesses get a large part of the supermarket industry in the UK. From the otherside, Aldi and Lidl are quite powerful by their low prices for customers (Sloman et Al., 2022). The main reason the Big four supermarkets can sell groceries at competitive prices is because they get advantage from economies of scale. This means that they can buy from suppliers large quantity of products at a lower price. In this way, they can still sell in lower prices and still get back a profit. They can buy less food in bulk and choosing big supply chains  (Griffith &ttarmgart, 2020). Aldi and Lidl are also growing, despite their smaller size than the Big Four. Ald, and Lidl own less products, and mostly sell mostly their own brands.
Doing that, they help themselves by having lower prices than the Big four. Their stores are
simple, with simple and  organized aisles as they own less products.
           Additionally, the online shopping is another clange in the supermarket industry, especially the rise of it over the last years. More and more people are choosing online orders. Aldi and Lidl don't have an onlive site yet, this means that some people will still choose any of the Big four because for example,a pregnant  woman cannot carry much weight or it is easier for disabled individuals to make online food shopping. The delivery charge, also, is not high. This meets the needs of clients who want to shop from their home. Because of these changes, the supermarket industry is getting more competitive. Even if the Big four still manage most of the market, lower prices Supermarkets are changing bow the industry works. Supermarkets need to find more ways to attract customers with the new cost of living, which each year increases more.
3. Nature of competition in the Industry
            In this decade, the competition in the UK supermarket industry is very strong and it happens in different ways. Big supermarkets are plenty, but the Big four (Tesco Morrisons, Sainsbury's, Asda) are the largest. Nevertheless, Aldi and Lidl with their lower prices seem to have more customers and they are growing fast. This has an impact to the Big fours, that's why they need to lower the prices to keep them in the competition (Griffith &Harmgart, 2020). One of the main ways supermarkets can challenge is the price. Aldi and Lidl own less products and concentrate on cheaper prices. They offer private label products, which are their own brands, instead of getting national brands which are more expensive internationally. 
            ﻿Many clients, thinking of smart, buying from Aldi and Lidl make them save money on food. That's why the Big four have put lower prices the last years to not lose more customers (Sloman et al., 2022). Despite the price, supermarkets also contend in different ways. This is called non-price competition. For example, supermarkets offer clubcards
(loyalty cards) to attract more dients. These cards give the opportunity to earn points on their shopping, which they can use later as coupons or rewards. The Big Four use apps for the clubcards. These cards also help supermarkets learn about what people buy the most, so they can offer better deal (Sloman et al, 2022). Moreover, supermarkets compete by offering a wide range of products. The Big Four supermarkets provide many different types of food, including fresh meat and fish and many organic or gluten free
products. On the other hand, Aldi and Lidl focus on less packaged products but a good quality with low prices. This helps them to be in the competition with the Big Four
supermarkets. Finally, many supermarkets are also challenging with each other online More people are shopping food online now, that’s why their site must be easy to use. Those supermarkets also need to have delivery services to meet the needs of the customers (Statista, 2024).
  
4. Economic Analysis of the Industry
         The UK super market industry can be operated using important economic ideas  like Demand and Supply and the Theory of the firm. These ideas show us the way supermarket put prices, challenge each other and change their business to meet customer needs. Firstly, talking about Demand and Supply, is a decent way to look at Supermarkets. Demand means the willing of people to buy products. These days, food is something people must by purchase,so even if the prices go up, they still need to buy it. This is called Inelastic demand (Sloman et al., 2022). However, when groceries prices went up so much in 2023, many people started buying cheaper products. This is the way Aldi and Lidl becamepopular due to the lower prices (Griffith & Harmgart 2020). On the other side, supply means how much food supermarkets can provide and sell. The supply of food depends on cases like Farming costs, transport, and suppliers in other countries. If supermarkets buy food at lower prices from suppliers, they can sell it for less money, which gives them  profit and makes them more competitive.
      Secondly, the Theory of the firm explains how Supermarkets try to make the most profit. The Big Four supermarkets are able to get large amounts of products at lower prices, this is called economies of scale . This helps them sell products at a lower price while still making profit (Griffith & Harmgart, 2020). As written in one of the paragraphs above, price is not the only way they compete. Supermarkets also attract customers by their clubcards, and online shopping. In the end, supermarkets that understand customers needs, keeps prices low, and improve their services, will stay strong in the market.

5.Response of Industry Participants to Current Challenges
            As known, the UK supermarket industry is having challenges, as the food prices that go up rapidly, the increased competition, and the add of online food shopping. In order to stay in business and not lose customers, supermarkets have made changes to their prices and shopping options. The biggest problems are  the increased  food prices. In 2023,groceries prices in the UK were the highest in 45 years, with the result people couldn’t afford groceries. Because of this, more clients select  Aldi and Lidl with lower prices (Griffith
& Harmgart, 2020). Not only people chose these two affordable supermarket, but some people started to use food banks. Anyways, the Big Four (Tesco, Sainsbury's, Asda, and Morrisons) had to reduce their prices to stay in the competition.They had to lower the prices on important products, especially ther own brand goods. Some of the Big Four started to make price-matching, which means they sell now certain items at the same price as Aldi and
Lidl (Statista, 2024). In 2025, more people are choosing the online food shopping because they can get everything they want by a click from their home. This has more than one benefit for customers. Disabled individuals can have their groceries delivered at their doorstep and people with any kind of social anxiety can be stress free with the online option.


6. Future Outlook and Strategic Recommendations
         In the future, probaby the UK supermarket industry will keep changing and growing because of the high prices, the everyday competition, and new shopping habits. Supermarkets face many challenges but there are always opportunities to improve and to get successful . To keep a position in the market, all supermarkets need to have low prices and  improve the online shopping. What Will Happen in the Future? Supermarkets  are expected to make 0.6% more money between 2024 and 2025, which means  that the industry will still grow, but slowly (Statista, 2024). Aldi and Lidl attract more customers because their products are cheaper. The Big Four (Tesco, Sainsbury's, Asda, Morrisons) will need to decrease their prices and put better deals to stop people from shopping at
Aldi and Lidl (Griffith & Harmgart, 2020).
What Should Supermarkers Do?
1. Keep Prices Low: Supermarkets should continue to offer cheap products to compete Aldi and Lidl (Sloman et Al., 2022).
2. Improve Online Shopping: Markets should prefer to put money down for mobile apps, faster deliveries and websites.
3. Open More Small Stores: Many people choose small corner shops close to their home. Supermarkets need to open more convenience stores to attract those customers.
4. Be more Eco- Friendly: More people care about the environment now. Supermarkets should use paper bags instead of plastic, waste less food and sell more sustainable products.
5. Improve Clubcards: Make loyalty programs easier and understandable for all people and offer bigger discounts and deals.


7. Conclusion
           In summary, the UK supermarket industry is strongly competitive and faces many challenges. The cost of living has increased a lot , along with the prices for food. People try to find alternative way to shop cheaper. Customers start using Aldi and Lidl for whole  shopping as they have become very popular due their  cheap but  decent -quality food. The big supermarbers (Tesco, Sainsbury's, Asda, Morrisons) are trying to keep their customers by offering, price matching and club cards (Griffith &Harmgart, 2020). More people are shopping online now. In 2024, 9% of all food sales in the UK were made online (Statista, 2024). Looks like supermarkets that offer online websites for shopping, will
remain in the  competition the most. After all, peple will always go to the supermarkets, as they must have food to so survive. What supermarkets  need to to do, is lower the prices and give customer offers so they can trust them trust them more. A referencing list is following.
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